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subject to the TDC limit (e.g., CDBG 
funds, HOME funds, low-income tax 
credits, private donations, private fi-
nancing, etc.) to cover project costs 
that exceed the TDC limit or the Hous-
ing Construction Cost limit described 
in paragraph (c) of this section. Such 
funds, however, may not be used for 
items that would result in substan-
tially increased operating, mainte-
nance or replacement costs, and must 
meet the requirements of section 102 of 
the HUD Reform Act (42 U.S.C. 3545). 
These funds must be included in the 
project development cost budget and 
legally acceptable written commit-
ments for such funds must be provided 
by the PHA for HUD approval. 

(c) Housing Construction Costs. (1) Gen-
eral. A PHA may not use public housing 
capital assistance to pay for Housing 
Construction Costs in excess of the 
amount determined under paragraph 
(c)(2) of this section. 

(2) Determination of Housing Construc-
tion Cost limit. HUD will determine the 
Housing Construction Cost limit as 
listed in at least two nationally recog-
nized residential construction cost in-
dices for publicly bid construction of a 
good and sound quality for specific bed-
room sizes and structure types. The 
two indices HUD will use for this pur-
pose are the R.S. Means cost index for 
construction of ‘‘average’’ quality and 
the Marshal & Swift cost index for con-
struction of ‘‘good’’ quality. HUD has 
the discretion to change the cost indi-
ces to other such indices that reflect 
comparable housing construction qual-
ity through a notice published in the 
FEDERAL REGISTER. The resulting con-
struction cost guideline is then multi-
plied by the number of public housing 
units in the project based upon bed-
room size and structure type. The 
Housing Construction Cost limit for a 
project is calculated by adding the re-
sulting amounts for all public housing 
units in the project. 

(3) The Housing Construction Cost 
limit is not applicable to the acquisi-
tion of existing housing, whether or 
not such housing will be rehabilitated. 
The Total Development Cost limit is 
applicable to such acquisition. 

(d) Community Renewal Costs. Public 
housing capital assistance may be used 
to pay for Community Renewal Costs 

in an amount equivalent to the dif-
ference between the Housing Construc-
tion Costs paid for with public housing 
capital assistance and the TDC limit. 

(e) Rehabilitation of existing public 
housing projects. The HCC limit is not 
applicable and the TDC limit for mod-
ernization of existing public housing is 
90% of the TDC limit as determined 
under § 941.306(b)(2). This limitation 
does not apply to the rehabilitation of 
any property acquired pursuant to 
§ 941.102. 

[67 FR 76102, Dec. 10, 2002] 

Subpart D—Project Development 

SOURCE: 61 FR 38020, July 22, 1996, unless 
otherwise noted. 

§ 941.401 Site and property acquisi-
tion. 

(a) Applicability. The provisions of 
this section apply to projects being de-
veloped under the conventional, acqui-
sition, and force account methods, and 
may apply to other development meth-
ods, as deemed appropriate by HUD. 

(b) Purchase agreement. The purchase 
agreement shall reflect any conditions 
established by HUD, such as the site 
engineering studies that must be com-
pleted to determine whether the site is 
suitable for development of the project. 

(c) Title.—(1) General. After HUD ap-
proves the site or property acquisition 
contract and notifies the PHA that it 
is authorized to take title, the PHA 
shall obtain title in accordance with 
the following certification. The PHA 
shall certify to HUD that it obtained a 
title insurance policy that guaranteed 
that the title was good and marketable 
before taking title and that it prompt-
ly recorded the deed and declaration of 
trust in the form prescribed by HUD. 

(2) Limitation. After HUD notifies a 
PHA that has been determined to be 
troubled or modernization troubled in 
accordance with part 901 of this chap-
ter, or a PHA that has for other rea-
sons been notified in writing that it 
may not use the procedure specified in 
paragraph (c)(1) of this section, that 
the site or property acquisition con-
tract has been approved, the PHA shall 
submit to HUD evidence that title to 
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the site or property is good and mar-
ketable. If HUD approves the title evi-
dence, it will inform the PHA that it is 
authorized to acquire title to the site 
or property. The PHA shall record 
promptly the deed and declaration of 
trust in the form prescribed by HUD, 
and HUD may require the PHA to sub-
mit evidence of such recordation. 

§ 941.402 Project design and construc-
tion. 

(a) Compliance with HUD construction 
standards and Federal procurement re-
quirements. 

(1) General. A PHA may certify that 
its proposed design and construction 
plans for the development are in ac-
cordance with HUD’s design and con-
struction standards at § 941.203, and 
that its bidding procedures are in ac-
cordance with Federal procurement re-
quirements. 

(2) Limitation. In the case of a PHA 
determined to be troubled or mod-
ernization troubled in accordance with 
part 901 of this chapter or a PHA that 
has for other reasons been notified in 
writing that it may not use the proce-
dure specified in paragraph (a)(1) of 
this section, the PHA must submit the 
proposed design and construction plans 
and its bidding procedures (unless HUD 
notifies the PHA that it may use the 
certification procedure specified in 
paragraph (a)(1) of this section). 

(b) Contract administration. The PHA 
shall be responsible for contract ad-
ministration and shall contract for the 
services of an architect, or other per-
son licensed under State law, to assist 
and advise the PHA in contract admin-
istration and inspections to assure that 
the work is done in accordance with 
HUD requirements. A HUD representa-
tive may periodically visit the project 
site to monitor PHA contract adminis-
tration. 

(c) Prevailing wage rates. See § 965.101 
of this chapter. 

§ 941.403 Acceptance of work and con-
tract settlement. 

(a) Notification of completion. The con-
tractor or developer shall notify the 
PHA in writing when the contract 
work, including any approved off-site 
work, will be completed and ready for 
inspection. 

(b) Acceptance. (1) General. A PHA 
may carry out the final inspection of 
the work and may accept the com-
pleted work. If, upon inspection, the 
PHA determines that the work is com-
plete and satisfactory, except for work 
that is appropriate for delayed comple-
tion, the work shall be accepted by the 
PHA. The PHA shall certify to HUD be-
fore it pays the contractor or developer 
that it has inspected the work and de-
termined that it is acceptable and in 
compliance with the construction con-
tract or contract of sale and HUD re-
quirements. The PHA shall determine 
any hold-back for items of delayed 
completion, and the amount due and 
payable for the work that has been ac-
cepted including any conditions prece-
dent to payment that are stated in the 
construction contract or contract of 
sale. The contractor or developer shall 
be paid for items of delayed construc-
tion only after inspection and accept-
ance of this work by the PHA. 

(2) Limitation. In the case of a PHA 
determined to be troubled or mod-
ernization troubled in accordance with 
part 901 of this chapter or a PHA that 
has for other reasons been notified in 
writing that it may not use the proce-
dure specified in paragraph (b)(1) of 
this section, the procedure described in 
paragraph (b)(1) of this section will be 
followed, except that HUD must concur 
in the necessary PHA determinations 
and approvals. 

(c) Guarantees and warranties. The 
construction contract or contract of 
sale shall specify the project guaranty 
period and amounts to be withheld and 
shall provide for assignment to the 
PHA of all manufacturer and supplier 
warranties required by the construc-
tion documents. The PHA shall inspect 
each dwelling unit and the overall 
project approximately three months 
after the beginning of the project guar-
anty period and three months before 
its expiration and also as may be nec-
essary to exercise its rights before ex-
piration of any warranties. The PHA 
shall require repair or replacement, 
prior to the expiration of the guaranty 
or warranty periods, of any defective 
items. 

(d) Title to turnkey projects. (1) Gen-
eral. When the work has been inspected 
and accepted on a turnkey project, in 
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